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TheHonorableDormovanDelaCruz, Council Chair
TheHonorableCouncil Members 0

Honolulu,Halea,Council Chambers
Honolulu,Hawaii 96813 ~, -~

Re: Bill 18,Relatingto theDeferralofRealPropertyTaxes g

DearChairDelaCruz,and Council Membersof theCity and Countyof Honolulu:

I am GayleIshima,representingtheMortgageBankersAssociationofHawaii
(“MBAH”). TheMBAH is avoluntaryorganizationof realestatelendersin Hawaii.
Ourmembershipconsistsof employeesof banks,savingsinstitutions,mortgagebankers,
mortgagebrokers,andotherfinancialinstitutions. Themembersofthe MBAH originate
thevastmajority ofresidentialand commercialrealestatemortgageloansin Hawaii.
When,andif, theMBAH testifieson legislation,it is relatedonly to mortgagelending.

We offer thefollowing commentson Bill 18, Relatingto the Deferralof Real
PropertyTaxes,whichwould improvethebill’s impacton ourseniorcitizensandon our
lendingcommunity.

• RealPropertytaxesgenerallytakea first lien on realproperty. I imaginethat
thiswould be thecasehere. As a mortgagelenderwho hasmadeafirst lien
on theproperty,werequirethe customerpaytherealpropertytaxescurrently.
In theeventthata customerdecidesto applyandobtainsthedeferralof Real
PropertyTaxes,the lendermaycall the loandue andpayablesincetaking a
secondpositionwasnothow theloanwasunderwrittenor priced. There
would be a similar issuewith a lenderwith asecondlien, sincenow they
wouldbe in third positionandthatis not how theloanwasunderwrittenor
priced. Thecalling theloanduewouldcauseagreaterhardshipon the
customer.

• Thebill indicatesthat deferralwill beup to 80%of theamountofthe
claimant’sequity valuein theresidence.Whathappenswhenthe 80%ceiling
hasbeenmet? With the 8% interestrateposedon thereal estatetax deferral
amount,the80% limit might bemetbeforethe saleof thepropertyor the
deathofthe claimantorthedeathofthe claimant’seligible spouse.Doesthe
claimantbeginto payrealpropertytaxesfrom that dateon?

• Theequity valueappearsto bemeasuredat thetime of theapplication.
However,realpropertytax valuationsgo up anddown. If valuesgo up, there
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is no issue,but if theygo down,whathappens?How oftenwill theequity
valuebereassessed?If thereassessedequity valueresultsin meetingthe80%
ceiling whatwill happenthen? Doestheclaimantbeginto pay realproperty
taxesfrom that dateon?

Thankyou for theopportunityto presentthis testimony. Wewouldbehappyto
meetwith theCouncil membersto discussthis bill further.


